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NP‘lORANDUM FOR MR HENRY A, . KISSINGER
- . THE WHITE HOUSE : -

rSubjéct:' PFIAB Report on Economlc
: ' Intelllgence

We havc read with great interest the Pb1AB hpporb
to the President on economic intelligence. We are in
strong agreement ‘with the major. thrust of the Report)
1n urging more ‘effective use of economic 1ntclllyonce

. in carrylng out US economic, politlcal and security’

' ‘1nLCrLuLu.g“ i : g . .

G The Repovb raises two central issues which a1 of
prinVJpal interest to this Department as well az, we
:"beljnve, to other agencies: (1) the provision of

T economic intelligence and analysig in support of tihe-US
foreizn economic pol1cy~mak1ng process, including in’
‘partizular the President's Council for International-
Feonoimice ‘Policy (CIEP); and (2) the adequacy of thr
;support ‘provided by the US Government to American busi-
‘ness interests abroad. We: should like to CONLlnL our
comments\to these two central concerno.ﬁ , v

Economic Intelligence and AnaJys:s in Support of i
Polch~Making : _

.econom:c intelligence and analysis: in supporting Uo'
‘economic: 1ntereots. It argues .that such economic' intel-
ligence as has been collected and produced since. World
“VWiar II has’ concentrated on matters r«iating to the mili-
“tary and: pollblcal as piratlons of the Communist Bloc and

given to new.- national economic ‘considerations of funda-
'entaliimportanceanot only to the economic,interesto ef

lue RCpO;t unpreSGCu COu?brn abOUV the ;nuuqu Yy <

I

1h_pf9v0nt1ng the shipment of strategic materials to it.
It feels that. Free World economlc matters were relegated =~ -
to a dlow- prioritJ ‘and" that insufficient: support has been
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the United tates but also to its national security. It
thus ¢alls for "a new; broad-based concept of econc.
intedlimence which encompasses not only those avpccto
affeoting our diplomatic and military programs, ini also
monuvuvary, commercial, and technological developm=oLs which
incressingly have serious implications for our economic

survivali', hc share these views.

Ve also endorse'the PFIAB view that more intensive

effort is needed to provide economic analysis and h\oCaPCh_

in support of the US forelgn economic policy-maziin .
process, particularly CIEP: We agree with the n;u Jsal
that additional resources be directed toward this vrffort.

The Report has correctly noted that exis tlrg
Naticnal Security Council Directives have as \.d primary
reupOunabijlty for the production of Free WOvJu econoind «
intelligence and analysis to the Department of Sta’e.
The Rnport is also correct in noting that the Stzte Depart-
ment has at- the moment. 1nadequate economic intellicence
and research capabllltles and is doing only a swm2l7 part
of the job it was asked to perform. We regret thi. fact.
It is a problem however, which the Department recognisnd
some time ago and has taken some initlal steps to correcth
‘,_Wlthln the llmits of budgetary constraints. :

*rThe;PFIAB Report further confirms our earliier judg-
;”ment that ‘the. Department should give increuscd attantion
. to this’ area.; We believe that the NSC DlPeCLlVLL ire
" eorrect. d 3 gning to:the. . Department primary re'aﬂnei—
. bidity for the production of- -Free World econcmic
'inbelllgence and analysis., We feel that the Depar tment
~ glven adequate reeources, is in a better position than
CIA or any other geney- too Hcrforn this function. By
o virtue of its diplomatic and «consular responsibilities -
'dbroed ~the Department is intimately aware of the issues
“and - concerns in the .forefront of foreign ecdnomiec policy,
and is uniquely. quallfied to -develop a coordinated pro-
gram of analytical support: respon51ve to US. polloy
‘+iorequirements and: interests.: The Department is thus: the
T most. uppropxlate,,;body to take “the 1eddership, in close .
. collaboration with: other agencies, in providing a common
~_basis of economic. analjsis -in support of decision- maklng
~in the foreign economic policy area.v!na~
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. With this objective in mind, we are now consulting
with 0N on ways and means to provide the resources to
enable the Department to do the Jjob.

Furither, to assist in meeting the needs noted by
PEIAD, wo propose the establishment of a new interagoney
commiitce somewhat analogous to the US Intelligence btoard
(USI2). As the USIB does in other areas, the pwpo=s of
the new committec would be.to identify research recruirve-
ments and provide a common basis of economic Inteliis
and analysis to support decision-making in the forci-n
econonic policy area. The membership of the ccnmittoe .
would include all the agencles represented in CIEP pius

~the CIA. "This committee might be a subcommittes of the
Operations Committec of CIEP or of the NSC Unde: Secretar~
~les Committee, or an independent body. An indepenient
committece might be preferable in making clear the obliga-.
tion of the committee to prepare objective economic
assessments and in attempting to prevent as much as .
possible its individual moembers becoming captives of the
establiched policy predilections of their superiors:in
their respective agencies. '

L Consistent with existing NSC Directives assigning

- primary responsibility for Free World economic' iritellds . -
gence and analysis to the Department of State, we believe -
that the Department should chair the committee. As S
.Chairman, the Department would be expected to provide the - =
‘necessary secretariat services.. Analogous to the function -

. of CIA in'its chairmanship of ‘thé USIB, the:Department
~would ‘undertake the basic responsibility of assuring the

. preparation of initial drafts of papers as circum:isnces

- require. Other ggencies wonlid be invited to contrinnte

" to the preparation of such drafts and even to nrepare |
complete drafts for review by the committee wiere th -y
are: willing and the best qualified to do so.

We believe that an arrangement of this sort vould ‘go
a long way in meeting the concerns ‘expressed by PFIAB -
and in providing the broad-based -approach they. urge tiuward
economic-intelligence and analysis in Support of forecign
economic policy decision-making and the general advance~
ment of our political and security, as well as economle,
interests., = . e P R :
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Adequincy of US Support of Business Interests Abrond

: 'he Report ig severcly critical of the sinHNOT 4
nrovided by the UB dovernment, including U3 mmbasci ¢ and
sur Ioreinn Service, to American busincss abroad. P
cuggests that US Embassies have been unable, unviii oy o
dlsinterested dn assisting American businessmo:n in Pl e
sult off foreipgn markets. It. believes that U3 Dunine cumen
nave nct been sufficiently .alerted to busines: ind COMNer -
cilal opportunities abroad and have not been piroviao! with

Lthe economic and political intelligence necesn.ry Lo
cnable them to make enlightened and responsiblie doei ions.

Yo cannot agree with this assessment of tih- incddequacy
of 'US support, including support by our Embassic:, ¢

American commercial interests abroad. PFIAP': c¢r ' - ism
relates more to an earlier period and fails to taik:: ccount

. of. changes which have occurred.

Within the last five to ten years, a majc - Liure-sround
has becn under way in the attitude of the US Govervouont,
‘including the Forelign Service ‘and our Embassies, toward
assisting American business interests. We have redireccted
our oifficer recruitment, increased commercial and economlc
training programs, and enhanced the place of commercial
vork in the Foreign Service career system. Other agencics,
including the'Depdrtment*ofVCQmmerCe, have wcontributed . to

.+ this effort, and the situation has been much redresrnd from

“busines: interests abroad must}receive[véry high priority

_,;abpoad;reflectﬁahfrustratioh{ﬂithrthe*increasingly SRR & 4
fﬁlforeigh,competitiOn, with.ouﬁJbalah6e¥ofepayments problem
.and. economic malaise at home.. - |

- that of the earlier'péribdg,{WQShingtOn has made cie.r to
~our Embassies that the provision of assistance to Minerican .

among ft.oir respanSibilities;f"To:3ome extent, complaints
by American business about -US economic representation

However, we are still far from satisfied with the

effectiveness of. our trade bromotion effort and arc directys "
ing: continuing attention to ways and means. of enhancing-
- this effort;QgTheﬂDepartmen63gin'collabbration with tLhe

Department.- of - Ci -
- further improve.our support. ¢f American business. Uhe v

Commerce, is actively studying how we can.

InspectorgGéﬁé?al*of‘the FordiénﬁService began an
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evaluation of ouv cconomic and commercial. funchiona
several months ago. 'The matter is being examined in , ‘
detail by an OMB study team, which will recomm=nd

improved provedires, and by 8 nprainl mission, now in -
Westarn Burepe, condueted by Ambassader John C. ielieiarf

who is representing the Secretaries of State and (onaorce,
“hnile the Uepartment has no objection to anothoer rosicw

- th~ subjcct by CIEP, as proposed by PFIAB, we «u - "tion
vhe eed for it in 1light of the reviews already in
progress, particularly the comprehensive study by OMB.

\ R -~ Theodore L., Eliot, .
L . Executive Secretary
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